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CONSOLIDATED CONDENSED 
STATEMENTS OF CHANGES 
IN FINANCIAL POSITION 

(Unaudited) (In Millions) 


Thirty-Nine Weeks Ended 


Working capital provided by: 

February 22, 
1961 

February 24. 
1980 

Operations. 

Proceeds from issuance of long- 

$ 234.5 

$ 201.5 

term debt. 

29.8 

16.7 

Common stock issued . 

13.0 

2.9 

Other sources . 

11.2 

3.3 

Total working capital provided . 

Working capital used for: 

Net additions to land, buildings, 

288.5 

224.4 

and equipment . 

173.9 

126.9 

Dividends. 

53.7 

47.8 

Reduction of long-term debt. 

Purchase price of businesses 
(exclusive of working capital 

50.6 

26.6 

acquired) . 

Common stock repurchased on 

31.8 

3.1 

open market . 

10.1 

— 

Other uses . 

8.5 

23.2 

Total working capital used 

328.6 

227.6 

Net decrease in working capital . 

$ (40.1) 

$ (3.2) 


(3) Capitalization of Interest 

In the first quarter of fiscal 1981, General Mills, Inc. adopted 
Statement No. 34 of the Financial Accounting Standards Board, 
Capitalization of I nterest Cost. This rule applies to interest related to 
certain construction projects. The effect of this change was to 
increase net earnings by $1.0 million (2 cents per share) and $2.1 
million (4 cents per share) for the thirteen and thirty-nine weeks 
ended February 22, 1981. The Statement specifies prospective 
application, so there is no cumulative effect on prior years. 

































REPORT TO STOCKHOLDERS 

To the Stockholders of General Mills: 

We are pleased to report record results for our first 39 
weeks and third quarter earnings equal to a record prior 
year performance. This assures another year of substantial 
growth with record sales and earnings for all of fiscal 1981. 

Cumulative 39-week results show: 

• Sales gaining 13.8 percent to $3.6 billion 

• Net earnings increasing 17.5 percent to $159.6 million 

• Earnings per share of $3.17, growing 17.8 percent 
above the $2.69 earned over the same period last 
year. 

Third quarter results, covering the 13-week period ended 
February 22,1981, show sales up 13.3 percent to $1.1 
billion. Net earnings of $31.2 million and earnings per 
share of 62 cents matched reported results of the same 
quarter last year. 

Third quarter results exceeded the company's targeted 
goals and were achieved despite a negative economic 
environment. Moderate operating profit gains over the 
prior year were achieved despite continued heavy 
advertising and consumer promotion. Interest expense 
was up 18.3 percent from last year’s third quarter. 

Continued aggressive fixed asset investments led to a 26.0 
percent increase in depreciation and amortization charges 
in the quarter. The effective tax rate was 49.0 percent in 
each year. 

From an operating standpoint, each of the company’s five 
major business areas — Consumer Foods, Restaurants, 
Toys, Fashion and Specialty Retailing — contributed to the 
39-week sales growth. Each area also contributed to 
cumulative earnings growth except Specialty Retailing, 
which was off sharply both in the third quarter and 
year-to-date. 

Consumer Foods, which accounts for about half of 
General Mills' sales and earnings, trailed strong prior year 
results for the quarter. However, cumulative 39-week 
results remained ahead of both last year's figures and this 
year's targeted results, led by strength of basic lines such 
as cereals, snack foods, baking mixes, cake mixes, flour 
and grain-related businesses. Frozen foods remained 
weak overall despite volume gains by frozen pizza. 

Restaurants continued their excellent performance, 


showing gains in sales and operating earnings of over 20 
percent for the third quarter and more than 25 percent 
cumulatively. These results can be attributed to major 
contributions by Red Lobster Inns specialty seafood 
restaurants, the nation's leading dinner house chain, 
which continued to show per-unit-customer count and 
productivity gains. General Mills had 435 restaurants open 
at the end of the third quarter including 285 Red Lobster 
Inns. 

The Toy Group benefited from the strength of basic lines 
and strong consumer demand for STAR WARS and 
STRAWBERRY SHORTCAKE items. This led to improved 
performance by most domestic and international 
subsidiaries and offset weak pre-Christmas sales of 
electronic games. Cumulative operating profits remain 
more than 20 percent ahead of the prior year. 

Fashion Group results continued to exceed objectives and 
reflected operating profit growth of over 50 percent 
versus last year both for the third quarter and 
cumulatively. Continued exceptional demand for David 
Crystal's Izod/Lacoste alligator emblem-bearing 
sportswear and improved results at Ship ’n Shore were 
important contributors to this performance. 

Third quarter results for Specialty Retailing, the company's 
smallest operating group, were well below targeted levels 
and last year. Sales figures reflect consumer caution and a 
relatively soft retailing climate. Only LeeWards showed 
cumulative profit growth over the prior year. 
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Recent Management 
Announcements 

At its March meeting, General Mills’ Board of Directors elected 
three Senior Vice Presidents of the company. They are John L. 
Frost, Vice President Employee Relations; Thomas P. Nelson, Vice 
President and Corporate Controller; and Clifford L. Whitehill, Vice 
President and General Counsel. 

The new titles were effective April 1, when President H. Brewster 
Atwater succeeded Chairman E. Robert Kinney as Chief Executive 
Officer. 

Frost has served in his present capacity since November, 1978, and 
became a Vice President in 1974. Nelson became Vice President 
and Corporate Controller in June, 1979. Whitehill, who joined 
General Mills as an attorney in 1962, was named Vice President in 
1971 and General Counsel in February, 1975. 



Nelson 


Frost 


Whitehill 


Results of Latest 
American Family Report 
to be Announced May 6 

The Louis Harris organization has completed field work on the 
fourth General Mills American Family Report, “Families at Work: 
Strengths and Strains.” Results are being tabulated and conclusions 
drawn from the study of 1,500 adult family members and 235 
teenagers in those families. 

The findings will be announced on May 6 at simultaneous news 
conferences in New York and Washington, D.C. The New York 
conference will be televised and beamed by satellite to 18 other 
cities across the nation. Representatives of the media in those cities 
will view the news conference on monitors at their local public 
television stations and then participate in a two-way question and 
answer session with Harris and the General Mills officials in New 
York. 

Following the teleconferences, a panel of local community leaders, 
selected from a variety of corporate, social service, educational and 
governmental organizations, will discuss the implications of the 
study for their particular city. These forums will help to identify 
community needs and provide direction for future public affairs 
programs. 


“The case has already cost consumers millions of dollars in taxes 
used to finance the FTC's case/' Kinney stated. “In addition, the 
cereal companies themselves have incurred more than $11 million 
in legal costs in preparing their defense. It's time for the 
government to recognize that the American economy is in dire 
need of increasing productivity and that penalizing efficient 
producers leads to higher consumer prices, less research and 
development and a detrimental effect on the U.S. economy." 


Board Authorizes 
Company To Purchase 
Common Shares 

General Mills announced that its Board of Directors has authorized 
the purchase of the company's common shares from time to time 
to maintain a treasury share position not to exceed 750,000 shares. 
Shares purchased will be used for acquisitions, payments under 
performance earnings agreements and for general corporate 
purposes. As of February 22, 1981, General Mills had 50,357,794 
shares of common stock outstanding and 173,640 shares of 
treasury stock. 


Yoplait Yogurt Expands 
Into New York and 
Philadelphia Markets 

Voplait yogurt, currently the second best selling yogurt in the 
United States, was recently introduced into the key New York and 
Philadelphia markets. Together. New York and Philadelphia make 
up 18 percent of the total U.S. yogurt market. Entry into these two 
markets means Yoplait is now available to about 80 percent of the 
population and well on its way to the goal of national distribution. 
In contrast, Yoplait was available in only 19 percent of the United 
States when General Mills became the exclusive licensee of 
Yoplait's parent company, Sodima, in 1977. The all-natural French- 
style yogurt has a unique creamy texture and real fruit pieces. 



Yoplait's rapid market expan¬ 
sion has been due in part to 
the product's quality and in 
part to a highly innovative sales, 
marketing and promotional cam- 
paign. For example, the East 
Coast market introductions will 
be publicized by a 50-kilo- 
meter Yoplait Bike Challenge 


race in Central Park, distribution of free product from Yoplait's 
fleet of sampling trucks and appearances by the popular Yoplait 
hot air balloons. 


General Mills Receives 
Financial Analyst Federation Award 

General Mills has again received the Financial Analyst Federation 
(FAF) award for excellence in corporate reporting among 29 
companies in the food, beverage and tobacco category. 

FAF Committee Chairman Mike Kennedy presented the award to 
Chairman E. Robert Kinney before an audience of 250 security 
analysts and investment managers attending a company manage¬ 
ment presentation in New York on February 18. Kennedy noted 
that since establishment of the award in 1968, General Mills has 
been the winner in every year but one. 

Accepting the award, Kinney said, “As you know, we have always 
recognized our responsibility for good corporate reporting. It has a 
priority second to only one, and that is our commitment to 
achieving the financial objectives set out for General Mills. We will 
continue to report openly and effectively to all our publics." 


Kinney Honored by 
Financial World Magazine 

E. Robert Kinney was selected as 
the most outstanding chief exe¬ 
cutive officer of 1980 in the food 
category by Financial World Maga- 
zine. The annual competition 
honors top executives in Ameri¬ 
can business. 

Named by a panel of leading food 
security analysts, Kinney was cited 
for his contribution to General 
Mills, the food industry, business 
in general and the community at 
large. 
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CONSOLIDATED CONDENS 

(Unaudited) (In Millior 


Sales . 

Cost and expenses: 

Cost of sales, except items shown below. 

Depreciation and amortization expenses. 

Interest expense (note 3) . 

Selling, general and administrative expenses. 

Earnings before income taxes . 

Income taxes. 

Net Earnings . 

Earnings per common share and common share equivalent .. 


Dividends per share of common stock 



NOTES TO CONSOLIDATED 
CONDENSED FINANCIAL 
STATEMENTS 

February 22,1981 and February 24,1980 (Unaudited) 

(1) Background 

These financial statements do not include the information and 
footnotes required by generally accepted accounting principles for 
complete financial statements. However, in the opinion of man¬ 
agement, all adjustments (primarily recurring accruals) considered 
necessary for a fair presentation have been included. General Mills 
business is seasonal. Operating results for the thirteen and thirty- 
nine weeks ended February 22,1981 are not necessarily indicative of 
the results that may be expected for the fiscal year ending May 31, 
1981. 











ED STATEMENTS OF INCOME 

5, Except Per Share Data) 


Thirteen Weeks Ended Thirty-Nine Weeks Ended 


February 22, 
1981 

February 24, 
1980 

February 22, 
1981 

February 24. 
I960 

$ 1,104.9 

$ 975.4 

$ 3,588.8 

$3,153.2 

669.9 

606.4 

2,143.7 

1,930.5 

26.2 

20.8 

73.5 

60.5 

14.9 

12.6 

44.3 

38.0 

332.7 

274.3 

1,028.0 

872.0 

61.2 

61.3 

299.3 

252.2 

(30.0) 

(30.0) 

(139.7) 

(116.4) 

$ 31.2 

$ 31.3 

$ 159.6 

$ 135.8 

$ .62 

$ .62 

$ 3.17 

$ 2.69 

$ .37 

$ .33 

$ 1.07 

$ .95 


These statements should be read in conjunction with the financial 
statements and footnotes included in the Company’s annual report 
for the year ended May 25, 1980. The Company's accounting 
policies, except as indicated in Note 3 below, are described in that 
report. These same policies are used for preparing the quarterly 
reports. 


(2) Effect of Lifo 

The Company uses the LIFO method of accounting for valuing 
portions of its inventories. If these inventories had been valued using 
the FIFO method, earnings before income taxes would have been 
increased by $.3 million (1 cent per share) and $2.6 million (3 cents 
per share) in the third quarters of fiscal 1981 and 1980, respectively, 
and by $20.2 million (20 cents per share) and $17.3 million (17 cents 
per share) for the respective year-to-date periods. 
























































Recent Developments In 
FTC Cereal Antitrust Case 

On January 30,1981, the company filed summary arguments with 
the Federal Trade Commission regarding the FTC's “shared 
monopoly" case against General Mills, the Kellogg Company and 
the General Foods Corporation. In a related action, the Federal 
Trade Commission has asked for an independent investigation of a 
controversial contract that would have allowed law judge Harry 
Hinkes, who heard the case for four years, to continue hearing the 
case after his retirement. The cereal companies have continually 
cited the contract as contrary to federal rules and regulations. 
When Hinkes retired in 1978, Alvin L. Berman was named to hear 
the case. 

General Mills Chairman E. Robert Kinney described the Federal 
Trade Commission's eight-year-old “shared monopoly" case 
against the nation's three leading cereal manufacturers as the most 
extreme example yet of the FTC's misguided efforts to restructure 
American industry. “The FTC apparently believes that bureaucratic 
intervention will produce an ideal market," Kinney said, “when, in 
fact, all that it will produce is lost jobs, higher prices and economic 
inefficiency." 

Kinney observed there is increasing disagreement with the FTC’s 
theory that several companies can “share" a monopoly. He noted 
that the Justice Department has investigated more than 300 
companies without finding a single meritorious case of a shared 
monopoly. 

Kinney also noted that President Reagan had criticized the FTC for 
bringing this action. In an October 19.1980 letter, Reagan stated, “It 
is clear to me that the case under consideration has very little basis 
in fact and that a favorable ruling on behalf of the FTC would have 
a chiNing effect on American industry." Reagan also characterized 
the case as “needlessly jeopardizing the livelihoods of thousands of 
workers." 

According to General Mills, the FTC has ignored the fact that 
breakfast cereals, which today cost less than nine cents per bowl, 
provide consumers with excellent value. Cereal production capa¬ 
city has expanded significantly in the past ten years as consumption 
has increased more than 50 percent. ** If the cereal companies truly 
shared a monopoly," Kinney argued, “they would restrict rather 
than increase cereal sales and production capacity.'’ 

In its brief. General Mills argued that the company has not 
participated in an agreement or conspiracy to monopolize trade, 
does not have or share monopoly power and does not compete 
unfairly. General Mills maintains that the FTC has no statutory 
authority to order divestiture of the company's properties. 
Further, compulsory, royalty-free trademark licensing, says the 
brief, would be the taking of private property without just 
compensation in violation of the Fifth Amendment of the 
Constitution. 




CONSOLIDATED CONDENSED 
BALANCE SHEETS 

(Unaudited) (In Millions) 


As Of 



February 22, 

February 24, 

Assets 

1981 

1980 

Current assets: 



Cash and short-term 



investments . 

$ 67.8 

$ 52.6 

Receivables and prepaid 



expenses. 

463.8 

404.6 

Inventories: 



Valued primarily at FIFO. 

358.5 

333.1 

Valued at LIFO (FIFO value 



exceeds LIFO by $80.5 



and $63.8, respectively — 



note 2) . 

170.8 

206.2 

Total current assets . 

1,060.9 

996.5 

Land, buildings and equipment 



(note 3). 

1,306.2 

1,086 

Less accumulated depreciation 

(436.9) 

£7 


869.3 

_7 

Intangibles and other asset* / 

iSoftT 

2/ 

Total assets . /.. 

$2,226.7 

$1,934.* 

Liabilities ana Stockholders' Equity 


\ 

Current liabilities* * ' 


N 

Accounts pay<" M . 

$ 354.8 

$ 316.0 

Notes payable m. . 

148.8 

90.1 

Accrued taxe^nd other 



current liabilities . 

181.1 

152.0 

Total current liabilities .... 

684.7 

558.1 

Long-term debt, excluding 



current portion . 

363.9 

377.5 

Deferred income taxes . 

24.2 

22.7 

Other liabilities . 

24.6 

18.8 

Total liabilities . 

1,097.4 

977.1 

Stockholders' equity: 



Common stock . 

196.9 

197.2 

Retained earnings . 

937.0 

813.5 

Less common stock in treasury ... 

(4.6) 

(3.6) 

Total stockholders' equity.. 

1,129.3 

1,007.1 

Total liabilities and stockholders' 



equity . 

$ 2,226.7 

$1,984.2 


Lilho U.S.A. A-36891 
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irneral Mills. 






